Introduction
Since its creation in the 1980s, private, free-to-air television in Europe has largely depended on advertising revenue. In spite of new as yet immature sources of income related to online and on-demand services, selling television advertising remains at the core of private television's success and survival. However, this high dependence on the advertising industry may become a major threat to business. The European television advertising market was hit hard by the recent economic downturn. In the 2008-2009 period, television advertising revenue fell dramatically by 16% to about 27 billion (gross revenue). The recession affected different mediums to varying degrees (e.g. online expenses kept rising). Furthermore, some national UK (-32.1%) and Spanish media (-32%) faced a sharp decline, whereas mid-sized markets such as Portugal (+8.3%) and Belgium (+6.7%) experienced a relatively steady growth since 2007. This confirms the thesis by Picard (2011a) that the economics of small and large media markets differ significantly. The European Audiovisual Observatory (2011) further reported pressure on the operating revenues (-14%) and profit margins (-52.1%) of broadcasting companies. As private broadcasters in particular rely on advertising revenues, they are extremely vulnerable to economic recession. Therefore, the downturn in European television advertising markets has made cost-cutting and efficiency measures among these companies necessary. Reducing investments in audiovisual production also heavily affects other players along the value chain. Negative spillover effects can be expected to reach numerous independent producers, who depend on broadcasters' programming orders, and who are traditionally in a weaker economic position (Christophers, 2008) .
Although most advertising markets recovered from this dip and saw growth since 2010, the problems mentioned above are only the tip of the iceberg and should be understood within the context of a longer process of declining television advertising revenues. Generally, the advertising-based business model that private, free-to-air television companies relied on since their inception is eroding as a result of technological advances and increased competition. Regarding the latter, the digitisation of television and the proliferation of new, mostly thematic, channels has fragmented the audience, making it harder for broadcasters to attract large portions of viewers and effectively sell commercials. The advent of new channels is driving up competition in the market and lowering advertisement prices so that total commercial income stabilises or even declines (Crampes et al., 2009 ). Furthermore, advertisers are increasingly allocating budgets to the Internet, which offers advantages in terms of personalised offerings, measurability and costs. However, it should be acknowledged that most of the growth of the online advertising market is largely at the expense of the newspaper industry (Evans, 2009) . In addition to these market forces, technology is putting pressure on television advertising markets. Digital video recorders (DVR), like those included in regular set-top boxes, allow viewers to bypass advertisements in television programmes (Carlson, 2006) . This time shifting and ad skipping could hurt private television's main income source and destroy the foundations of its business model.
The funding of private television has become a tough and risky business in which viewer demand for programmes is unpredictable. The growing number of television channels cannot be sustained by these shrinking and volatile television expenditures; therefore, media diversity and pluralism could be at risk, since failure, consolidation and market homogenisation are the dominant outcomes of this financial instability. In 2006, UK communications regulator Ofcom questioned Channel 4, ITV and Five's ability to deliver their public service remit (including investments in high-standard drama, children's television, educational programming, etc.) in a digital era in which they would be faced with increased competition and less stable income from advertising. Most of Ofcom's predictions became a reality. Channel 4 sought government help, RTL sold its loss-making subsidiary, Five, and ITV announced huge cutbacks.
The changing economic conditions have urged broadcasters to look at alternative and more stable income sources. The golden years of freeto-air television and detergent commercials may have come to an end, so broadcasters have to look for diversification of activities and alternative revenue streams. In its Annual Report 2011, ProSiebenSat.1 Group, the second-largest private television company in Europe, reported a 9.3% growth rate in its diversified activities, which complemented the free-toair television segments. These activities accounted for 12.5% of the group's total 2.9 billion turnover. They included all revenue models that were
